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BEGIN SUMMARY: STERLING REMAINED QUITE STABLE THIS 
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WEEK AGAINST MAJOR CURRENCIES ALTHOUGH IT MOVED DOWN 
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FAIRLY SHARPLY AGAINST THE DOLLAR ON THURSDAY, LOSING 
165 POINTS AND CLOSING AT $2.4820. STERLING'S TRADE 
WEIGHTED DEVALUATION RANGED BETWEEN 17.56 PERCENT 
(AUGUST 7) AND 17.87 PERCENT (AUGUST 9) THIS WEEK. GOLD 
MOVED DOWN ALL WEEK BUT DROPPED SHARPLY ON THURSDAY, 
CLOSING AT $I 10.50. INTEREST RATES HAVE BEEN RISING IN 
THE MONEY MARKETS WITH A POSSIBILITY THAT THE BASE 
LENDING RATE MAY BE RAISED AGAIN EROM ITS PRESENT LEVEL 
OE 10 PERCENT. RETAIL SALES ROSE IN JUNE AFTER A DECLINE 
DURING APRIL AND MAY. HIRE PURCHASE AND OTHER INSTALL- 
MENT CREDIT BUSINESS ALSO RECOVERED SOMEWHAT. LENDING BY 
THE CLEARING BANKS AND DEPOSITS ROSE SHARPLY IN JULY. 

WHILE THE EINANCIAL TIMES MONTHLY SURVEY OE BUSINESS 
OPINION SHOWS THAT THE PACE OE INDUSTRIAL EXPANSION IS 
BEING INCREASINGLY LIMITED BY SHORTAGES OF MANPOWER AND 
PLANT CAPACITY, THE TOP FIETY MEMBER-COMPANIES OE THE CBI 
PLAN TO INCREASE INVESTMENT BY 27 PERCENT. DISCUSSIONS 
ON THE FUTURE OF HONG KONG'S STERLING BALANCES HAVE 
BEGUN IN LONDON. END SUMMARY 

1. STERLING HAS DROPPED A TOTAL OE 330 POINTS AGAINST 
THE DOLLAR SINCE LAST THURSDAY, EROM $2.5150 (AUGUST 2) 

TO $2.4820 (AUGUST 9) WITH THE LARGEST FALL OF 165 POINTS 
COMING ON THURSDAY (AUGUST 9). THE WEIGHTED DEPRECIATION 
FROM DECEMBER 1971 LEVELS WIDENED TO 17.87 PERCENT, THIS 
BEING THE HIGH EOR THE WEEK, BUT WELL BELOW LEVELS OF 
AROUND 19 PERCENT SEVERAL WEEKS AGO. STERLING IS 
REPORTED TO HAVE HAD AN ACTIVE DAY IN THE EOREIGN 
EXCHANGE MARKET ON THURSDAY, BUT THE SETBACK WAS SEEN 
MORE AS A REFLECTION OF THE STRENGTH OF THE DOLLAR, 

RATHER THAN AS WEAKNESS OE THE POUND. THE PRICE OE GOLD 
EELL AS LOW AS $100-$ 103 ON THURSDAY MORNING BUT CLOSED 
AT $1 10.50. THIS WAS A NET FALL OF $3.00 ON WEDNESDAY'S 
CLOSE AND A FALL OF $6.00 ON LAST THURSDAY'S CLOSEWT THE 
PRESS REPORTS THAT THE SHARP FALL REFLECTED INVESTMENT 
SELLING, POSSIBLY ASSOCIATED WITH HIGH INTEREST RATES 
INTERNATIONALLY. 

2. CONDITIONS IN THE DOMESTIC LONDON MONEY MARKET AND THE 
GILT-EDGED (GOVERNMENT SECURITIES) MARKET HAVE BEEN QUITE 
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CONEUSED AND HECTIC IN RECENT DAYS. SHORT-TERM RATES 
HAVE CONTINUED TO CLIMB TO NEW PEAKS. EOR EXAMPLE, THE 
COST OF ONE-MONTH FUNDS ON THE INTER-BANK MARKET IN- 
CREASED BY 12-1/2 TO 14-1/4 PERCENT. WITH SHORT-TERM 
MARKET 

RATES NOW WELL OVER 12 PERCENT, SOME BIG BANKS 

ARE REPORTING A RENEWED SIGNIEICANT RISE IN BORROWING 

BY BIG CUSTOMERS TO TAKE ADVANTAGE OF "ARBITRAGE" 
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OPERATIONS-I.E. THE REDEPLOYMENT OF THEIR OVERDRAFTS ON 
THE MARKETS AT A PROEIT. IF THIS CONTINUES, IT COULD 
THREATEN A EURTHER RISE IN BANK LENDING RATES. 

3. RETAIL SALES MOVED UP RAPIDLY IN JUNE FROM THEIR 
SHARPLY REDUCED POST- VAT LEVELS IN APRIL AND MAY. THE 
OFEICIAL VOLUME INDEX ROSE TO 1 14.8 IN JUNE (S.A. 1966 
100) FROM 1 10.7 IN MAY AND 1 1 LI IN APRIL. AT THE HEIGHT 
OF THE PRE-VAT SPENDING BOOM IN MARCH, THE INDEX REACHSM 
A PEAK OF 1 19.4. FIGURES FOR THE FIRST SIX MONTHS OF 
1973 INDICATE THAT THE GROWTH IN RETAIL SALES HAS BEEN 
BASICALLY FLAT, WITH PEAKS AND TROUGHS CAUSED BY 
THE INTRODUCTION OF VAT. SINCE RETAIL SALES ACCOUNT FOR 
ABOUT HALF OF TOTAL CONSUMER SPENDING, THE BASIC SLOWING 
OF GROWTH IN RETAIL SALES INDICATES THERE HAS BEEN SOME 
SLACKENING IN THE GROWTH OF CONSUMER. 

SOHM 



UNCLASSIFIED 



NNN 

MRN: 1973LONDON009239 SEGMENT NUMBER: 000002 ERROR READING TEXT INDEX 
FILE; TELEGRAM TEXT FOR THIS SEGMENT IS UNAVAILABLE 



Deciassified/Reieased US Department of State EO Systematic Review 30 JUN 2005 




Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Message Attributes 



Automatic Decaptioning: X 

Capture Date: 01 JAN 1994 

Channei indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: n/a 

Control Number: n/a 

Copy: SINGLE 

Draft Date: 10 AUG 1973 

Decaption Date: 01 JAN 1960 

Decaption Note: 

Disposition Action: n/a 
Disposition Approved on Date: 

Disposition Authority: n/a 
Disposition Case Number: n/a 
Disposition Comment: 

Disposition Date: 01 JAN 1960 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1973LONDON09239 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: CORE1 

Film Number: n/a 

From: LONDON 

Handling Restrictions: n/a 

Image Path: 

ISecure: 1 

Legacy Key: Iink1973/newtext/t19730845/aaaabhhm.tel 

Line Count: 137 

Locator: ADS TEXT UNRETRIEVABLE 
Office: ACTION EUR 
Original Classification: UNCLASSIFIED 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: 

Previous Classification: n/a 
Previous Handling Restrictions: n/a 
Reference: n/a 

Review Action: RELEASED, APPROVED 

Review Authority: willialc 

Review Comment: n/a 

Review Content Flags: ANOMALY 

Review Date: 06 AUG 2001 

Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <06-Aug-2001 by reddocgw>; APPROVED <15-Aug-2001 by willialo 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 



Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: ECONOMIC DEVELOPMENTS: WEEK ENDING AUGUST 10 BEGIN SUMMARY: STERLING REMAINED QUITE STABLE THIS 
TAGS: ECON, UK 
To: STATE 
Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 




